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FIRST SPONSOR:  

FUNDS AFFECTED: X GENERAL IMPACT: State
DEDICATED

X FEDERAL

Summary of Legislation: This bill establishes the CHOICE account for the purpose of providing services
under the Community and Home Options to Institutional Care for the Elderly and Disabled Program
(CHOICE). 

The bill requires the Office of the Secretary of Family and Social Services to establish a home and
community-based long-term care service program and establishes eligibility for the program. 

The bill requires the Office of Medicaid Policy and Planning (OMPP) to apply for: 
(1) a waiver to exempt individuals using Medicaid home and community-based waiver services from lien
recovery; 
(2) a waiver to amend the Aged and Disabled waiver to include any service offered by the CHOICE program;
(3) a waiver to amend Medicaid waivers to include spousal impoverishment protection provisions that are
at least at the level of those offered to health facility residents; 
(4) a waiver to amend the State Medicaid Plan to include personal care services; and 
(5) a waiver to have funds follow an individual transitioning from a health facility to home and community-
based services.

The bill specifies protections an individual receiving Medicaid waiver services must have. 

The bill requires the Office of the Secretary of Family and Social Services to have self-directed care options
available for CHOICE individuals and Medicaid waiver individuals who choose self-directed care services.

The bill also requires the Area Agencies on Aging to determine CHOICE eligibility for individuals on the
CHOICE waiting list and establishes time frames for the determinations. It further requires an individual
eligible for CHOICE, beginning July 1, 2005, to receive CHOICE services within 60 days. 
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The bill establishes the Home and Community-Based Long-Term Care Transition Account.

Effective Date:  Upon passage; July 1, 2003.

Explanation of State Expenditures: Summary: This bill requires several significant changes in  the
provision of long-term care services in the state. The bill contains provisions that may result in cost savings
in both the short and the long term, but could have annual additional expenditures estimated to range from
$136.5 M to  $266.8 M in state funds. The ultimate cost of this bill will be dependent upon legislative and
administrative actions. 

This bill establishes a non-reverting CHOICE account within the General Fund and provides for an annual
appropriation. The amount of the appropriation is undefined. The money appropriated to the CHOICE
account is limited to CHOICE services and a transfer of funds for Medicaid waiver funding is prohibited.
Depending upon legislative actions, this provision could have no net impact or could have an annual impact
of up to $11.2 M in state funds. (See background discussion below.)

This bill requires the services available under the Medicaid waiver to be equivalent to the services available
in the CHOICE program. The fiscal impact of this provision would be dependent upon administrative actions.
(See background discussion below.)

The bill requires the addition of adult foster care services to the list of services available as home and
community-based options within the comprehensive program to be established by FSSA. The fiscal impact
of this provision will be dependent upon administrative actions taken to implement this service. The
description of the service, definition of qualified providers, proposed reimbursement and client eligibility
are unknown factors. (See the background discussion below.) 

The bill requires the Office of Medicaid Policy and Planning (OMPP) to amend three Medicaid waivers to
increase the income eligibility standards to 300% of the Supplemental Security Income (SSI) level. (The
other waivers have already been amended to include this eligibility standard.) A preliminary fiscal estimate
of the total cost of this provision indicates the total maximum cost could be $3.2 M, or $1.2 M in state funds
in the Aged and Disabled Waiver only. However, changing this income standard would potentially allow for
an increase in savings associated with home and community-based waiver diversion slots. This provision
could be cost neutral, provide program savings, or provide savings that could be the source of funds for
waiver expansions as long as the number of waiver slots are controlled. (See background information below.)

The bill also requires the provision of  housing and education services within the comprehensive home and
community-based care program required to be implemented by FSSA. Housing and education services,
depending on the definitions, may require provision of services with funding sources outside the authority
of the Secretary.

The bill exempts individuals receiving home and community-based services under a Medicaid waiver from
the imposition of liens on real property unless they have fraudulently received those services. This provision
should not have a fiscal impact since liens are imposed upon a determination that the individual is unlikely
to return to the home. Rules also require that if the individual returns home, the lien is removed. Persons
receiving home and community-based services remain in their homes.

The bill further requires the Office to apply for a Medicaid waiver to exempt individuals receiving home and
community-based services from a lien and further from estate recovery provisions. The lien provisions are
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discussed above. The exemption from estate recovery would have a fiscal impact to the state, especially in
view of all other requirements of the bill. An estimate of potential recoveries relating only to Medicaid
recipients of home and community-based services is not available. 

This bill requires OMPP to amend Medicaid waivers to include spousal impoverishment protection. This
provision has a minor administrative impact that should be absorbable within the current level of resources
available to the Division of Disability, Aging, and Rehabilitative Services (DDARS) as long as the number
of waiver slots are controlled. (See the background discussion below.)

This bill requires OMPP to amend the State Medicaid Plan to add personal care services as an optional
benefit to which all Medicaid eligibles would be entitled statewide. A preliminary estimate of the total cost
of adding this benefit in Indiana could be $57.5 M, or $21.8 M in state General Funds. Ultimately the cost
of this bill would be dependent upon legislative action and administrative implementation of the benefit. (See
the background discussion below.) 

The bill requires the Division to implement self-directed care within the Medicaid waivers and the CHOICE
program. Self-directed care should be a fiscally neutral option. In addition, DDARS reports that self-directed
attendant care is now an available option in all the waivers that include attendant care. The Division reports
that implementation of this alternative is imminent in the Aged and Disabled waiver. 

The bill would require the state to offer home and community-based services on an “on demand” basis to
eligible individuals over the age of 65 years. The fiscal impact of this provision will depend upon legislative
and administrative actions. If this provision is enacted along with the financial eligibility provisions requiring
amendments to the Aged and Disabled waiver including the spousal impoverishment provision and increasing
the income standards to 300%, thousands of additional individuals could become eligible for Medicaid
waiver services, as well as all the State Plan entitlement services. Additional services are estimated to cost
in the range of $73.5 M to $192.6 M in state funds. Additional expenditures may result in cost avoidance
realized by delaying or avoiding admissions to nursing facilities. However, the requirement to pay for home
services would be immediately effective, while the potential reduction in nursing home costs may not occur
simultaneously or in the same amount as the additional cost. (See background discussion below.)

The bill would require fully funding the CHOICE program in FY 2006. The Division reported that the
CHOICE program had 12,977 individuals on waiting lists throughout the state in November of 2002. Cost
of services provided to CHOICE recipients in FY 2001 was reported to be $38.8 M for 12,537 recipients.
This provision could require an additional $40 M in state funds, doubling the size of the program. This
estimate would be reduced by other factors included as provisions of this bill such as the increased income
eligibility provisions for Medicaid waivers and the requirement for Medicaid waivers to be treated as an
entitlement. The CHOICE appropriation was $48.7 M for FY 2003; $5.6 M of this amount is transferred to
the Medicaid program to provide funding for waiver services. The Budget Bill allowed an additional $3 M
to be available to fund waiver services if needed. 

The bill specifies that the CHOICE program services are an entitlement and shall be provided regardless of
funding availability. The fiscal impact of this provision would be dependent upon the implementation of
other provisions of the bill and the ultimate effect on the number of persons who would only qualify for
CHOICE services because of lower needs assessments, higher income, or too many assets to qualify for the
Medicaid waivers.

The bill establishes the Home and Community-Based Long-Term Care Transition Account as a nonreverting
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account within the state General Fund to be administered by FSSA. Money in the account is annually
appropriated for the purposes of the account and is to be used to transition eligible individuals to home and
community-based services. The bill provides that before December 31, 2003, the Secretary of FSSA is to
recommend to the Governor, the Budget Committee, and the State Budget Agency an amount of money
needed in the account for the upcoming fiscal year. After review of the Budget Committee, the State Budget
Director may approve the recommended amount of General Funds  to be transferred to the account. Upon
direction of the Budget Director, the State Auditor is required to transfer the approved amount to the
transition account. The fiscal impact of this provision will be dependent upon actions taken by the General
Assembly.

BACKGROUND:

Prohibition of Transfer of CHOICE Funds for Waivers Background: For the upcoming biennium, the fiscal
impact of the bill would depend upon the treatment of the Medicaid and CHOICE line item appropriations
in the budget bill that will be enacted by the General Assembly. If the CHOICE line item appropriation is
reduced to reflect the removal of the transfer with a corresponding increase in the Medicaid General Fund
appropriation, the bill would have no net impact in the upcoming biennium.

However, if the General Assembly leaves the CHOICE appropriation at the level requested by the agency,
with no reduction to reflect the intended transfer, then Medicaid would either need to reduce expenditures
in the Home and Community-Based Waiver Program by approximately $14.7 M to adjust for the loss of the
source of state matching funds, reduce expenditures in some other area of the Medicaid program in order to
shift funds to the waiver program, or request an additional $5.6 M in state General Funds for each year of
the biennium. This scenario would also enable the CHOICE Program expenditures to annually expand by
$5.6 M, the amount of the intended transfer for FY 2004 and FY 2005. 

Medicaid Waiver Services Equal to CHOICE Background: This bill requires that OMPP amend the Medicaid
Aged and Disabled (A & D) waiver to include any service that is offered under the CHOICE program. The
bill further specifies that a service under the waiver may not be more restrictive than the corresponding
service provided in the CHOICE program. DDARS staff reports that the list of services that are provided
under the waiver and under CHOICE are essentially the same. The difference between the program services
vary mainly in rates and providers. CHOICE is a locally controlled program: the local Area Agency on Aging
(AAA) determines the providers, negotiates a local rate, and pays that rate. Rates for Medicaid waiver
services are set on a statewide basis, and the providers must meet Medicaid  program standards. Waiver
services are paid and processed through the Medicaid system. This provision may or may not have an impact
on the cost of the Medicaid Waiver program or the CHOICE program depending upon how specific services
are impacted by this standardization provision. First, there appears to be no prohibition from the Secretary
revising the CHOICE program to mirror the Medicaid waiver provisions. Second, waiver recipients may
receive the same services, but the amount, duration, or the scope of services may vary for different reasons
depending upon the specific service provided and whether it is a waiver service or provided as a Medicaid
State Plan service.

Adult Foster Care Services Background: The bill adds adult foster care to the list of services that are
available as a  community and home care service option in the comprehensive home care program required
by the bill. DDARS has requested an amendment to the Developmentally Disabled Medicaid waiver that adds
this service, so administrative actions necessary to define the service and eligible providers may be in
process. Numbers of eligible individuals, availability of qualified providers, and reimbursement rates are
unknown.
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300% of the SSI-Level Income Eligibility Standards Increase Background: Similar to the spousal
impoverishment protection issue, the monthly income eligibility standard available for home-based waiver
services is  much lower than the standard available for persons who choose to be admitted to a nursing
facility. Under the Medicaid Aged and Disabled waiver, an eligible individual may have no more than the
monthly SSI amount of $545. This means that if the individual’s income exceeds the $545 in any month, the
individual must “spend down” the income before they qualify for services that month. In contrast, the same
individual can be eligible for nursing home care by paying all of their income, up to $1,635 (300% of the SSI
level) less $52 allowed for a personal needs allowance, to the nursing facility. Raising the waiver income
eligibility standard to the same 300% SSI level as is available for nursing home care would allow individuals
to remain in their homes, maintain more income, and receive services that are generally less costly than those
that would be incurred in a nursing facility. A preliminary fiscal estimate of the total cost of this provision
indicates the total maximum cost could be $3.2 M, or $1.2 M in state funds in the Aged and Disabled waiver
only. The fiscal impact is associated with the elimination of the “spend down” requirement for existing
waiver-eligible individuals. The fiscal impact attributable to the Traumatic Brain Injury waiver and the
Assisted Living waiver is not known at this time. 

Changing the income eligibility standard would potentially allow for an increase in savings associated with
home and community-based waiver diversion slots. OMPP has applied for and been approved to add 1,000
priority waiver slots for individuals who are discharged from a hospital to a nursing facility. OMPP has
identified this population as a priority for achieving savings by delaying nursing home admission. Often, frail
elderly individuals are discharged from a hospital stay to recuperate in a nursing facility. Once in a facility,
OMPP has observed that they tend to stay there. With priority waiver slots and equal financial eligibility
standards, this population could be targeted to receive in-home services upon return to the individual’s home;
potential savings would occur immediately. This provision could be cost neutral, provide program savings,
or provide savings that could be redirected to fund additional waiver slots as long as the number of waiver
slots are controlled. An additional effect of the bill would be to increase the number of individuals eligible
for Medicaid waiver in-home services; increasing the waiting list for services. DDARS reports the current
waiting list for the Aged and Disabled waiver to be 493 individuals; there were 5 persons on the Assisted
Living waiver waiting list, and the Traumatic Brain Injury waiver waiting list had 83 individuals. 

Spousal Impoverishment Asset Protection Background: The bill requires the Division to amend the Medicaid
waivers to include asset protection provisions for married couples referred to as spousal  impoverishment.
Currently, the institutionalization of one spouse, leaving the other to continue to reside in the community,
triggers expanded asset protections for the community spouse when determining the Medicaid eligibility of
the institutionalized spouse. The community spouse is allowed to keep up to about $89,000 in assets; more
than would otherwise be permitted under the Medicaid rules. (Couples who would prefer to receive services
in their own home are currently allowed to keep assets totaling $2,250.) This bill would allow the application
of the same spousal impoverishment rules for Medicaid eligibility for in-home waiver services as are
applicable for institutional care. In November 2002, DDARS submitted a request to amend the Aged and
Disabled waiver to include the spousal impoverishment provisions to the Centers for Medicare and Medicaid
Services (CMS). This amendment request is still awaiting CMS approval. The bill would require that
DDARS request similar amendments for the Traumatic Brain Injury waiver and the Assisted Living waiver.
If the level of funded waiver slots is controlled, this provision would have a minor administrative impact that
should be absorbable within the current level of resources available to DDARS. An additional effect of this
provision would be to increase the number of individuals eligible for Medicaid waiver in-home services;
increasing the waiting list for services. Currently, DDARS reports 493 individuals on the Aged and Disabled
waiver waiting list for services.
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Personal Care Services Summary: This bill would require OMPP to amend the State Medicaid Plan to
include personal care services (PCS), an optional benefit, as a Medicaid entitlement service in Indiana. The
state may establish utilization control limits on the definition of personal care services, such as limiting the
scope and duration of services provided, limiting  the categories of eligible individuals who may receive the
services, and requiring prior authorization. Further, since the state provides personal care services under the
Medicaid waiver option, the benefit defined for the State Plan may not duplicate the services being made
available under the waivers, or the waivers would also need to be amended. (Waiver clients would be entitled
to services defined in the State Plan.) Arkansas currently provides personal care services in their State Plan.
Based on the relative sizes of the aged, blind, and disabled populations in the two states and considering the
average cost of the service as defined and provided in the Arkansas program, the total cost of adding this
benefit in Indiana could be $57.5 M, or $21.8 M in state General Funds. Ultimately the cost of this bill would
be dependent upon legislative action and administrative implementation of the benefit.  

Personal Care Services Background: Personal care services are defined as services provided to an individual
who is not an inpatient or resident of a hospital, nursing facility, intermediate care facility for the mentally
retarded, or institution for mental disease that are authorized by a physician or in accordance with a service
plan for the individual. Personal care services are provided in a home by a qualified individual who is not
a member of the individual’s family. PCS may include a range of human assistance provided to persons with
disabilities and chronic conditions of all ages that enable them to accomplish tasks they would normally
perform for themselves if they did not have a disability. Assistance may be in the form of hands-on assistance
(actually performing the task for the individual) or cueing the individual to perform the task. The assistance
most often involves the performance of activities of daily living (ADLs) and instrumental activities of daily
living (IADLs). ADLs include eating, bathing, dressing, toileting, transferring, and maintaining continence;
IADLs include more complex activities, such as using a telephone, laundry, grocery shopping, meal
preparation, etc.

In 1999, the U.S. General Accounting Office (GAO) reported that 27 states offered personal care services
as a benefit under their state plans and 43 states provided personal care under the home and community-based
services waiver option. (The waivers offer the ability for states to target services or limit services to defined
populations.) States may also offer some limited personal care service as a covered service under the Home
Health Care mandatory Medicaid benefit.

OMPP reported that within the Medicaid waivers that offer these services, the total paid for attendant or
personal care was $35.9 M in FY 2001 and $48.2 M in FY 2002. The average paid per recipient per year was
$12,782 in FY 2001 and $15,088 in FY 2002. The waiver recipients would be expected to be the most in
need of the most extensive personal care services; using these per recipient averages would yield an
unreasonable cost estimate for the Medicaid population as a whole. Recipients most likely to access services
proposed to be offered under the State Plan would be current Medicaid eligibles who might be on a waiver
waiting list or who do not meet the institutional level of care required for the waivers but have a medically
defined level of need. OMPP has estimated the Medicaid population that would potentially be eligible for
personal care services to be 51,032.

The state of Arkansas offers personal care services as an option under its State Medicaid Plan. Arkansas
Medicaid imposes a 64-hour benefit limit per month per client for persons age 21 years and older. Additional
medically necessary hours may be approved with prior authorization. Clients under the age of 21 receive
services on a prior authorization basis only. Arkansas providers are currently paid an hourly rate of $12.36.

In SFY 2002, 16,089 Arkansas recipients used personal care services; total expenditures for the state were
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$53.4 M. On average, the recipients using the personal care benefit used 269 hours (maximum hours billable
without prior authorization would be 768). The average expenditure per recipient was $3,321. If Indiana’s
enrolled population of aged, blind, and disabled individuals is compared to that in Arkansas, approximately
17,300 individuals might be expected to use PCS. The total cost of adding this benefit could be $57.5 M, or
$21.8 M in state General Funds. 

The Arkansas Medicaid program is different from the Indiana Medicaid program. Examining a single
program element has its limitations because of wide disparities in how and to whom state Medicaid programs
provide services. Each element of service must be looked at in terms of the state’s total long-term care
program. Arkansas may experience lower rates of institutionalization than Indiana; the issue of reductions
in nursing home expenditures that might be realized by delaying or avoiding institutionalization has not been
addressed in this estimate.

Home and Community-Based Services on Entitlement Basis Background: This bill provides that an individual
who is 65 years of age, determined to meet the level of care required to be admitted to a nursing facility, and
eligible for Medicaid assistance under the State Medicaid Plan shall be permitted to choose home-based
services instead of a nursing facility. This provision requires that waiver services be provided on an
entitlement basis, thus removing the limits on the number of slots that may be filled which constitute the cost
controls of the Medicaid waivers. 

Waiver recipients must meet the same medical eligibility criteria necessary to justify admission to a nursing
facility (unable to perform 3 or more ADL’s). The financial eligibility standards are more liberal for nursing
home services than those currently in place for home-based services. Recipients may choose to wait for
home-based services that may become available when a Medicaid waiver slot opens, or they may choose to
immediately enter a nursing facility. In Indiana, the system incentives currently are weighted towards the
institutional options. OMPP reported that in FY 2000, 46,200 Medicaid recipients were served in nursing
facilities, while 5,089 received home and community-based services.

The 100% state-funded CHOICE program served about 12,537 individuals in FY 2001. CHOICE financial
eligibility standards are set at 350% of SSI, and the medical eligibility criteria are more liberal requiring that
an individual be unable to perform 2 or more ADL’s. If the changes in Medicaid waiver eligibility required
by the bill are implemented, a significant number of CHOICE recipients may become eligible for the
Medicaid waiver services and Medicaid State Plan services. In addition, the CHOICE program has a reported
waiting list of another 12,977 according to the Division. The Division does not know how many of the
CHOICE recipients or individuals on the CHOICE waiting list would qualify for higher Medicaid eligibility
standards, but this group may constitute a potentially eligible pool of 25,000 individuals. There currently are
493 qualified individuals waiting for Aged and Disabled waiver slots as well. This group would definitely
qualify for open slots. 

OMPP reports the total FY 2002 annual Medicaid cost for waiver recipients was $19,880 per recipient;
average home-based services per recipient were $7,583 and the annual cost for state plan costs for waiver
recipients was $12,297.

If the eligible pool of individuals is as many as 25,500, total additional cost could range between $193.4 M,
with a state share of $73.5 M, to $506.9 M, with a state share of $192.6 M. This estimate represents a very
crude estimate of a complicated policy issue. It does not include a variety of factors that would impact the
range of the estimate, such as existing state plan costs of persons who may already be dually eligible with
spend down amounts. More importantly, the cost estimate does not attempt to include cost avoidance
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achieved by delaying or eliminating the need for nursing home care. The fiscal impact of this provision will
depend upon legislative and administrative actions. The Governor’s Commission on Home and Community-
Based Services and OMPP are engaged in a detailed examination of the issues regarding the equalization of
the financial incentives for long-term care services offered under the Medicaid program. A comprehensive
fiscal analysis is targeted to be completed by the end of February 2003.

Expenditures in the Medicaid program are shared, with approximately 62% of program expenditures
reimbursed by the federal government and 38% provided by the state.

Explanation of State Revenues: See Explanation of State Expenditures regarding federal reimbursement
in the Medicaid program.

Explanation of Local Expenditures:  

Explanation of Local Revenues:  

State Agencies Affected: Family and Social Services Administration, Office of Medicaid Policy and
Planning, and the Division of Disability, Aging, and Rehabilitative Services.

Local Agencies Affected: Area Agencies on Aging.

Information Sources: Amy Kruzan, Legislative Liaison for the Family and Social Services Administration,
(317)-232-1149; “Adults with Severe Disabilities, Federal and State Approaches for Personal Care and Other
Services”, U.S. General Accounting Office, May 1999 (GAO/HEHS-99-101); “Understanding Medicaid
Home and Community Services: A Primer”, U.S. Department of Health and Human Services, Office of the
Assistant Secretary for Planning and Evaluation, May 2000; Administration on Aging Program Instructions,
at www.aoa.gov/pi/pi-01-02.html ; Governor’s Commission of Home and Community-Based Services,
Interim Report, December 23, 2002.

Fiscal Analyst:  Kathy Norris,  317-234-1360


